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PUBLICATION RULES

% ‘LEJ: Publishes,both in Arabic and English, research, studies, articles, book
reviews, reports, translations, case studies. ALEDARI also publishes, abstracts of
master and doctoral dissertations on topics related to Sultanate of Oman. Publishing is
based on the following conditions :

- The work submitted should be closely related to administrative development and falls
in one or more of the following areas: Public Administration, Business
Administration, Economics, Finance, Administrative Law, Accounting, Library and
Documentation, and Management Information System. Priority is accorded to applied
research related to Omani, Gulf and Arab environment respectively.

- The work submitted shoud be original, and has not been published fefore or submitted
for publication to any other jounal. The writer should undertake not to submit the
work to other journals if s/he receives approval for Publication .

- The number for pages, including references and appendices, should be within the limit
of 30 Pages, size A4 and 30- Lines a page for research and articles, and 8 pages as
maximum limit for othe materials.

- The work submitted should be typewritten, reviewed and checked of language and
typing mistakes, and attached with list of rerdrences, basic appendices, questionnaires
for filed studies and a recent C.V. Submitted work must be typed by QuarkXPress
(Macintosh) or Windows Microsoft Word and presented in CD .

- Scientific rules should be considered in preparing and writing scientific works and in
authenticating references and sources that have been used in the text .

- The work submitted will be assessed and writers will be notified of the result of
assessment including assessors remarks and changes required. The Editorial Board
reserves the right to introduce necessary changes in the work submitted for
publication .

- The Institute has the right to reseves the materials submitted, whether published or not.

- Writers of published research, studies and articles receive a nominal reward, two
copies of the issue of publication as well as ten copies of their published materials.
Writers of reports, book reviews and case studies receive one copy of the issue of
publication .



N\

PV guigd - BIEY) 2/ (AW SOla> 7/
Y .

Q9N 9 ddldl doadt - V¥ Dkl

PEY PR Sl |k 2. | gl
1 Do Glals @
A ddal) doLlal H
X ¢ Ay pal!) AR L Sl yd 1 g Sigomd) B
icloiall &algguuoll Ggiumo agani g\ dpostaisll £8La3I glgsl y5i

i)Vl Gl il @8 dlago dawl)a : Ls i)
Bl gl @l (ulae 3 = ILaztl alll 5l ,SLa
0 + 019983 Wluy yamie B
@loLiil 629l 6 la] bilhio Guihil a)ido jgn'
Uloe &bl glell paleill g
10 : ALK (o Oigl e W
Tuadgo gl gud alaiy Jupall 6o Jualgili Lara : dillgll wlialaoll
AV 1 olESg Gy
: Yloe &idadaw 18 59Ul vagyaill : Vgl
@il s lgoll daoisd Gl uie d19)
\ov s y=ll giiilly guimoll wyjailly pul=eil Gloghio : Ll
Juitiauollg wlyanill
V£ $ui9 ANl Lyl gallio e gy - LUG
(of - 1. JuplI€E=11) dolioll
b A oW ) ARML Ol yll 1 g Crgomd | W
3 Market Efficiency at the Weak Form :
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Market Efficiency at the Weak Form :
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Abstract :

The researchers in this study tries to investigate the efficiency of Amman
Financial Market using two hypotheses: the stock returns that follow the
normal distribution and the instability of stock prices during the period
from January 2000 until April 2007 based on daily closing price and
market index using the serial correlation and frequent testing . But the
statistical tests proved that the stock returns don't follow the normal
distribution therefore, the frequent testing was used, but it also proved
inefficiency of the market and this gives the investors an opportunity to

predict the future prices and obtain higher returns than normal.
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Introduction :

An efficient stock market helps channel savings to investment,
provides opportunities for foreign investment, creates instruments for
personal investment with higher returns and greater diversification
possibilities than otherwise available furthermore, Gives the Jordanian
authorities’ strategy of generating economic growth through the private
sector, it is important that the stock market is well developed and
properly regulated to allow for an effective mobilization and efficient
allocation of resources. This would contribute to mobilizing domestic
financial resources and attracting funds from overseas. Additional
investments, both domestic and foreign, should contribute to economic
growth and would tend to reduce unemployment and poverty.

Efficiency, in the context of capital markets, is commonly assumed
to refer to the incorporation of the expectations and information of all
market participants into the prices of financial assets. If markets are
sufficiently competitive, and therefore efficient, then microeconomic
theory states that investors cannot earn abnormal profits from their
investment strategies. This concept of an efficient capital market has been
continuously developed, studied, tested and challenged ever since the
French mathematician Bachelier introduced the notion in his Ph.D. thesis
in 1900.

In his work, Bachelier recognized that “past, present and even
discounted future events are reflected in market price, but often show no
apparent relation to price changes”. He concluded that commodity prices
fluctuate randomly, which was empirically supported by Cowles (1933),
however largely ignored until Cootner (1964) published Bachelier’s

contribution in English.
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The introduction of electronic computers into time series research
in the 1950’s enabled economists to analyze the behaviour of lengthy
economic time series, fueling research on the topic of efficient markets.
Samuelson (1965) expanded on Bachelier’s theory in his article “Proof
that Properly Anticipated Prices Fluctuate Randomly.” This work,
considered the beginning of modern economic literature, asserts that “if
one could be sure that a price would rise, it would have already risen” and
explains changes in price with the random walk model.

Although the origins of the random walk model began with
Bachelier, Pearson (1905) explained a random walk with an analogy to a
drunk who staggers in an unpredictable and random fashion. The drunk is
just likely to end up where he began his stagger than at any other point.

Widely acknowledged today, the Efficient Market Hypothesis
(EMH) is a historical compilation of work, which begins with Bachelier’s
foundations. The EMH has historically been subdivided into three
categories based on Roberts’ (1967) classical taxonomy of information
sets:

e Weak form efficiency: Prices fully reflect historical
information of past prices and returns.

e Semi-strong form efficiency: Prices fully reflect all
information known to all market participants (public
information).

e Strong form efficiency: Prices fully reflect all
information known to any market participant (public
and private information).

From this idea of information sets, Fama (1970) assembled a
comprehensive review of theoretical and empirical evidence of market

efficiency in which he deems an efficient market as “a market in which
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prices always ‘fully reflect’ available information.” In an efficient
market, trading on available information fails to provide an abnormal
return. In order to prove or disprove the EMH, a model of “normal”
returns must be specified against which the actual returns can be
compared. Abnormal returns, the difference between the return on a
security and its expected return, are forecasted using the chosen
information set. If abnormal returns are found to be unforecastable or
“random”, the EMH is not rejected. To clarify, abnormal returns should
not be confused with excess returns, which are defined as the difference
between the actual return and the risk-free rate.

Implicit to the EMH is the precondition that the cost of information
acquisition and trading are equal to zero. However, these costs are clearly
positive, driving Fama (1991) to revise his definition of the EMH to a
weaker and economically more sensible version stating “prices reflect
information to the point where the marginal benefits of acting on
information (the profits to be made) do not exceed marginal costs.” Most
recently, Fama (1998) modified his definition once again, an adjustment
which spawned from the growing body of empirical research of all three
forms of the EMH. This definition states that in an efficient market “the
expected value of abnormal returns is zero, but chance generates
deviations from zero (anomalies) in both directions.”

This research analyzes recent developments in the Amman Stock
Exchange ASE (the only stock market in Jordan (AFM)) and its
efficiency especially at the weak form. For the economy like Jordan, the
ASE is unusually large in terms of market capitalization (almost 300
percent of GDP by 2006). The ASE plays an important role in channeling
and intermediating capital in the Jordanian economy, which currently
depends to a significant extent on foreign capital inflows. It is thus

important to understand what determines the performance of the ASE,
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and if it is overvalued or undervalued. The question of whether the ASE
is efficiently or not, is important from a portfolio point of view (important
for the individual investor), and its also important from a macroeconomic
point of view since a large correction in the stock market affects wealth,
consumption, and potentially capital flows. This research attempts to

answer these questions.

The Importance of Study :

The assessment of efficiency is particularly important as it attracts
potential investors to formulate decisions based on more specific
information.

Realizing the importance of securities markets, any investor who
wants to trade in a security must do so through the agency of a
stockbroker. The trading mechanism is continuous and strict price and
time priority rules are followed. For example, for any two or more buy
(sell) orders, the one with the highest (lowest) price has the execution
priority. If two or more orders of the same type have similar prices, the
order which is noted on the trading board first, has the execution priority.

Until April 2007, in Jordan, the total number of listed companies is
230 and when judged by the ratio of market capitalization to GDP, the
mean proportion of 227.0% indicates the importance of the market in the
Jordanian economy.

For that and more, this study comes to know about Amman stock
market (ASE) efficiency at the weak form ‘“at which the stock prices
already reflect all information Fama (1976) that can be derived by

examining market trading data such as the history of past prices .
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Aim of the Study :

Tests efficiency markets at weak form could find trends in past
prices that would enable investors to earn abnormal profits; this is
essentially, a test of the efficiency for stock market in general.

This study aims to examine the efficiency of ASE, the result will
exhibit the situation of ASE which could be useful for the authority of
ASE, and it will be useful for the investors via how made there
investment decisions.

In emerging market, there is some evidence that socks have
performed better in specific time periods, furthermore, in the early
literature was exhibit evidence of stock market inefficiency.

Nevertheless, this research add a further case study to this
developing strand in the literature to examine what extent the ASE
behaves in similar ways to these other markets .

In order to give the behaviour acknowledge of stock trend in
Amman stock market to test the weak form in practice of the random
walk model which include the following :

1- Successive price changes are independent.
2- Price changes have some probability distribution
which are Fama hypothesis (1965)

Furthermore, managing the market, which make the market more
efficient in order reach our objects and goals which at the end reach
social and economic development in Jordan by increase suitable projects

and expand current projects.

Problem of the Study :

It had been known that the development country markets

inefficient in their prices; which this meant that the historical data and
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serial correlation analysis to the prices changes result to know the price in
the future so will cause to capital gains for investors in stocks(see the
empirical tests.

The inefficient happened if the investor not inform of all
information related to stock market; so in this case, the price will not
reflect the intrinsic value of the stock and the stock market price will be
misleading (undervalue or overvalue ).

For that this study comes to search if general price indices lead to

abnormal profit or not.

Literature Review :

- Atmeh M. and Dobbs 1. , (2006), they investigated the
performance of moving average rule in an emerging market context,
namely that of the Jordanian stock market. The returns from trading
strategies based on various moving average rules are examined. The
results show that technical trading rules can help to predict market
movements, and that there is some evidence that (short) rules may be
profitable after allowing for transactions costs, although there are some
caveats on this. Sensitivity analysis of the impact of transaction costs is
conducted and standard statistical testing is extended through the use of
bootstrap techniques. The conditional returns on buy or sell signals from
actual data are compared to the conditional returns from simulated series
generated by a range of models (random walk with a drift, AR (1), and
GARCH-(M)) and the consistency of the general index series with these
processes is then examined.

- Rawashdeh M. and Squalli J. , (2005) used daily sectoral indexes
between 1992 and 2004 and a variance ratio and runs tests, they found

that the random walk and weak form efficiency hypotheses are rejected
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for all sectors. they use daily closing indexes for the four sectors of the
ASE: banking, industrial, insurance, services, and the general index
between 1992 and 2004.examined by runs test as it does not require
returns to be normally distributed. This provides a solid alternative to
parametric serial correlation tests in which distributions are assumed to be
normally distributed .they find the null hypothesis of a normal
distribution is rejected for all series at the 0.01 level, thus indicating that
returns are not normally distributed. And they tested the random walk
hypothesis and weak-form efficiency using daily data for the sectoral
indexes and the general index of the ASE. found that the random walk
and weak-form efficiency hypotheses are rejected for all sectors and for
the general index at conventional levels of statistical significance.

- Maghyereh A. , (2005) examines the efficiency of the ASE vis-a-
vis the date of its automation. Based on a multifactor model with time-
varying coefficients, the results show that the moved to electronic trading
system had no significant impact on the ASE’s efficiency. For volatility,
however, he found evidence that suggests there was an increase in
volatility after the introduction of automated trading.

- Fayyoumi N. ,(2003) Investigated the efficiency of (ASE) by
using market index during (1993-2000) ,used a methodology which
considers the institutional features of ASE. Found inefficiency up to 1996
.put the last years of the sample, because of many changes have
characterized the institutional ,technical and regulatory framework ,
empirical evidence has shown that the ASE has become more efficient .

- Magabelh A. and Brhooma S., (2002) tested closing prices from
1992 to 1997 for banks and financial institutions stocks on Amman
market by normal distribution and Kolmogorov-Smirnov Test (K-S) and
the monthly closing prices is dependent from historical data used serial

correlation and Run test ,they found that the closing price didn't have

10
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normal distributions then the prices didn't walk randomly and the
monthly close price didn't dependently . which means the market
inefficient.

- Omet G., Khasawneh M. and Khasawneh J. , (2002), they
examined the efficiency of the Jordanian stock exchange and the
relationship between returns and conditional volatility. An AR (1)-
GARCH (1, 1)-M model is estimated for five daily indices. The empirical
results indicate significant departures from the efficient market
hypothesis; in only two cases there is a significant relationship between
risk and return, and returns tend to exhibit high persistent volatility
clustering.

-Omet G. , (1999) examined AFM used daily price index for 14
companies (the most actively traded ) in term of RMW for the period
from January 2, 1993 until April 1,1996 . Found the index had a positive
serial correlation coefficient of +.2753 .the price changes reflect some
significant correlation patterns and these will help predict future price
changes .the result the market inefficient .

-Gudah K. , (1997)examined the daily and weakly closing price
for 32 corporation on the organized market from (1992 to 1994) , used
serial correlation , run test , he found the relation between daily stocks
prices for short period was highly , but the time serial analysis for long
period for stock price was follow randomly walk in it's behavior trend.

-Erian and Kumar, (1995) examined daily and weekly data of the
general index and find returns to be positively serially correlated and the
market to be weak-form inefficient. A parametric correlation test is used.

-Khouri and Civelek ,(1993) examined a total of 16 industrial
companies in terms of the RWM . Based on daily price changes their
results showed that AFM shows significant dependency patterns., by

employs autocorrelation and runs tests to investigate the random walk

11
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hypothesis and weak-form efficiency , found returns in the industrial
sector to be positively serially correlated and the sector at weak-form
inefficient.

- Civelek A., (1991) examined the monthly prices for 25 industrial
company covered the period (1981-1989). Used serial correlation and run
test and other descriptive statistical measures like mean , standard
deviation , variance , swkweness , ... found no significant for
independent continuously changes in stock prices , the high degree of
serial correlation , which is (-0.147) for different studied periods and the
run test showed high degree of similarity for price changes put the
descriptive statistical tests showed un existed for normal distribution to
price changes .

- Kawasmi Z.,(1990) he tested the changes of weekly abnormal
return used (CAPM) capital asset pricing model and the changes on
weekly producer price .on (23) industrial corporations from (1984 to
1987) ,he found inefficient on pricing industrial stock on Amman

market.

Hypotheses of the Research :

This study intends to investigate the efficiency of the Amman stock
market between 2000 till end of April, 2007. The null hypothesis states
that the Random Walk Model (RWM) can explain prices of the stocks
traded in ASE, so the ASE stock market is efficient at a weak form level.

We will test two hypotheses in order to determine the efficiency of
the ASE in the weak form. The first hypothesis involves determining
whether the stock returns follow a normal distribution or not.

The null and alternative hypotheses are:

Hy: The stock returns in Amman stock market follow a
normal distribution.

12
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H;: The stock returns in Amman stock market do not follow
a normal distribution.

The second hypothesis involves determining, whether the stock

returns are random across time. The null and alternative hypotheses are:

Hy: The stock returns in Amman stock market are random
over the time period of the study.
H;: The stock returns in Amman stock market are not
random over the time period of the study.

Data :

We use daily closing indices for the four sectors of the ASE:
banking, industrial, insurance, services, and the general index from
January, 2000 to the end of April, 2007. All date collected from ASE web

site http:/www.ase.com.jo/

Statistical Methods :

This research concentrates on serial correlations and runs test.
These two techniques are well known and widely used to determine
whether there is randomness in successive values of price changes.

Serial correlation (or autocorrelation) tests measure the correlation
coefficient between a series of returns and lagged returns in the same
series. A significant positive serial correlation implies that a trend exists
in the series, whereas a negative serial correlation indicates the existence
of a reversal in price movements. A return series that is truly random
will have a zero serial correlation coefficient. The beta coefficient from
the following regression equation measures the serial correlation of stock
i with a lag of k periods:

ri,t:OC.'+Bi1‘i,sz+8,:r (1

Where r;; represents the return of stock i at time t, & and B; are
constants, &;; represents random error, and k represents different time
lags. The serial correlation tests assume normal distribution for the stock
price changes (or returns).

The null hypothesis to be tested is that no significant correlation

exists between price changes, i.e. Hy: Bj1= Bo= ........ Bj= 0. To test the

13



PYY . g - BVETY G/ (A SOl / 9l g Al Ll - 7Y Sl

serial correlation coefficient By for significance, several test statistics
may be used. One example is the Ljung-Box Q statistic which is
asymptotically distributed as the chi-square distribution (Gujarati, 1995,
p- 717).

The runs test is a nonparametric test of randomness in a series.

Unlike the serial correlation, the runs test does not require the normal

distribution of the stock returns. A run is defined as price change

sequence of the same sign, e.g.,— — — 0 + + + would constitute three
runs where “— — — “ represents a price decrease, (0) represents no
change, and “+ + +” represents a price increase.

The premise behind the runs test is that too few or too many runs,
as compared with the number of runs expected in a random series,
indicate non randomness. If there are too few runs, it would mean that
the stock returns in the time series do not change signs frequently, thus
indicating a positive serial correlation and in turn, may imply that the
price changes do not follow a random walk model. Similarly, if there are
too many runs, they may suggest negative autocorrelation (Gujarati,
1995, P. 419).

Assuming price change independence, the total expected number of

runs of all three types, E (R), can be estimated as:
E(R)=[N(N+|1)-> n’I/N )
i=1

Where N is the total number of observations (price changes or
returns) and n; are the number of price changes of each sign (+,—, 0). For
large sample sizes (e.g. greater than 30), the sampling distribution of E(R)
is approximately normal and the standard error of E(R) is given by:

3 3 3
n| SN[ oNS g N
i=1 i=1 i=1

i

x(R)= 3)
N (N-D

14
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The standard normal Z—test statistic used to conduct a runs test is given
by:
(RE0.05) _ E(R)
Z= 4
(R)

Where R denotes the actual number of runs, E(R) is the expected
number of runs, and (0.5) is the continuity adjustment. For large N, Z will
be normally distributed with mean zero and variance one. Thus, the
standardized normal variable Z two—tailed test will be used for tests of

significance.

Empirical Results :

To test the random walk hypothesis and weak—form efficiency of
Amman stock market, the research conducted the following steps:

1. Calculating the returns as follow: ri;= (pit— Pit-1) / Pit1, Where ri;
is the return of indices i at trading day t, p;;is the indices price at trading
day (t) and pi,; is the indices price at the preceding trading day (t-1),
ignoring the cash dividends, stock dividends, and the rights due to lack of
data.

2. Testing the normality of the stock returns to decide on using
serial correlation or runs test. The Lilliefors Test was used to examine
normality by comparing the sample cumulative distribution function S(x)
and the normal one F(x). The test statistic is as follows: D= max |F(x) —
S(x)|, where D is the largest absolute difference between S(x) and F(x). If
sample and normal cumulative probabilities are equal then the

distribution is normal (Keller and Warrack, 2000, p. 613 — 618). The
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results of the test, as shown in Table below, indicate that the returns do
not follow normal distribution.

Both Kurtosis and skewness support the results of the Lilliefors Test.
The results of the skewness test in Table below show that the returns have
significant positive skewed distributions, and have asymmetric
distributions. On the other hand, the results of the Kurtosis test show that
the returns have leptokurtic distributions. Thus, we reject the null

hypothesis of normality.

Descriptive
Statistic Std. Error
Return of Mean
.001052 | .0007058
General
95% Confidence Lower
-.000332
Interval for Mean  Bound
Upper
PP .002436
Bound
5% Trimmed Mean .000725
Median .000463
Variance .001
Std. Deviation .0300011
Minimum -.5190
Maximum 1.0661
Range 1.5852
Interquartile Range .0105
Skewness 21.914 .058
Kurtosis 929.799 115

Kurtosis is a measure of the extent to which observations cluster
around a central point. For a normal distribution, the value of the kurtosis
statistic is zero. Positive kurtosis indicates that the observations cluster

more and have longer tails than those in the normal distribution, and
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negative kurtosis indicates that the observations cluster less and have
shorter tails. In the other hand,

Skewness is a measure of the asymmetry of a distribution. The
normal distribution is symmetric and has a skewness value of 0. A
distribution with a significant positive skewness has a long right tail. A
distribution with a significant negative skewness has a long left tail. As a
guideline, a skewness value more than twice its standard error is taken to
indicate a departure from symmetry

M-Estimators
Huber's M- | Tukey's Hampel's M-

Estimator(a) Biweight(b) | Estimator(c) | Andrews' Wave(d)
Return of General |.000535 .000475 .000582 .000471

a The weighting constant is 1.339.

b The weighting constant is 4.685.

¢ The weighting constants are 1.700, 3.400, and 8.500
d The weighting constant is 1.340%pi.

Tests of Normality

Kolmogorov-Smirnov(a) Shapiro-Wilk

Statisti Statisti
© Df Sig. © df Sig.

Return of
251 1807 .000 213 1807 .000
General

a Lilliefors Significance Correction

the Lilliefors Test at significance level (5%). Those values were
calculated as: [0.886/ (n)”*] where (n) is the sample size over (30). (Keller
and Warrack, 2000).
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3. Testing for randomness. Due to the empirical distribution
of price changes for the sample stocks, stock returns do not
appear to follow a normal distribution. Therefore serial
correlation could not be used to test the randomness of the
stock returns. Instead, the runs test is a better method.

Runs test has been performed for the returns Amman stocks
Markets Indices. It may be pointed out that for the runs tests in this study,
the distinction between log price differences and price differences is
immaterial since only signs, not magnitudes, are involved.

The results of runs test are reported in Table below. They reveal
that the returns are significant at the five percent level with Z-but the
values are not within (£1.96) and thus the hypothesis of randomness can
be rejected. Stocks Indices have negative standardized variables (2), i.e.,
large actual runs more than expected. Therefore, the null hypothesis of
randomness can be rejected and hence the result does not support the
weak-form EMH of Amman stock market. This indicates that the stock

prices traded on the Amman stock market not follow the random walk

model.
Runs Test
Return of General
Test Value(a) .0005
Cases < Test Value 903
Cases >= Test Value 904
Total Cases 1807
Number of Runs 751
Z -7.224
Asymp. Sig. (2-tailed) .000
a Median

* Significant at 5 % level where the absolute observed values of Zs are less or greater than +1.96.

19



PYY . g - BVETY G/ (A SOl / \ 9l g Al Ll - 7Y Sl

Results
Results:
1)

2)

3)

4)

and Recommodations :

Realizing the economic benefits of stock markets, Jordanian
policy-makers formed the (AFM) in 1978. This market reflects
some good progress in many aspects including the market
capitalization of listed companies as a proportion of GDP.
However, and probably similar to most emerging markets, the
(AFM) is a highly concentrated market in terms of the market
value of listed companies and trading volume.

The study examined the behaviour of stock prices in the
Amman stock market. The data consisted of the daily prices of
Amman stocks Indices, included in the Amman market index
covering the period from January 2000 until April, 2007. The
returns of stocks did not follow the normal distribution, so the
study utilizes only the nonparametric runs test to check for
randomness. The results reveal that the returns of stocks are not
random at 5-percent level of significance.

However, the results of the research may be attributed that, the
authorities of Amman Stock Market to improve the operating
and pricing efficiency of Amman stock market during improve
the information and the analysis of stock movement, and to
provide it to the investor(put it in there hand without cost or
very little cost ).

In the other hand, this result indicates there is a possible way
for investor to obtain abnormal profit via Amman Stock Market
through adopts investment strategies, In addition, the results are
not similar to those of few studies applied to other emerging

markets that are similar in terms of economic and political
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environment. Moustafa M. (2004) found that UAE market
efficient at the weak form , Rao and Shankaraiah (2003) that
supports the weak-form efficiency of the Bahrain stock market
using autocorrelations and runs tests applied to the daily prices
of 12 stocks traded during the year 2000, and Malaikah (1992),
examined the stock market efficiency in both Kuwait and Saudi
Arabia over the period 1985 to 1989 according to the runs test,
the paper concludes that the Kuwait market is similar to the
active markets where only 14 of the 36 stocks (39%) violate the
independence assumptions at the 5% confidence level.
However, the results of the current study similar to the results of many
studies not supporting the weak-form efficiency of thinly traded markets
such as: J. squalli (2006) tested UAE Markets found efficiency didn't
exist on all sectors for one market. I.A. Onour(2004) investigated the
efficiency performance of Saudi stock Exchange Market found the
inefficiency hypothesis cannot be rejected .Greek : Athens Stock Market ,
M. Kavussanos and E. Dockery ( 2001) their result confirmed the (ASE)
Athens Sock Exchange is in efficient , implying that past stock prices
contain some information as to future price movements which investors
may act on . ,Norway and Sweden: Jennergren and Korsvold (1975),
Singapore: Laurence (1986), Madrid: Ratner (1996), China: Mookerjee
and Yu (1999), and Amman: Al-Qudah (1997), .Greek : Athens Stock
Market , Kavussanos M. and Dockery E. ( 2001) their result confirmed
the (ASE) Athens Sock Exchange is in efficient , implying that past stock
prices contain some information as to future price movements which

investors may act on . , among others.
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Recommendations:
1) The Jordanian government should issue the procedures of

legislations that encourage foreign and Arab investments. It should

offer the financial guarantees which give the investor the necessary
confidence to invest in the stock market.

2) The stock market decision maker should focus on the issue of
building oriented financial environment.

3) The administration of Jordanian stock market should encourage
investment through tax exemption; along with additional steps
facilitate the mechanism of traded process.

4) The government through the central bank should interfere when
stock market focus crises with respect of the traded stock system.

5) The study indicates a need to further study for Amman stock
market with longer stock price time series and other tests to test the
efficiency of the market. Also market needs some constructions
like other efficient markets if we want our market be like them ,

EFFICIENT .
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Appendix (1)

Unweighted Price Index

In the ASE Unweighted Index, all stocks carry equal weight.
There is no consideration of the market capitalization, and the
price level does not have an impact because the index formula
deals with percentage changes only. Such an index can be used
by an investor who invests equal amounts of money in each
stock in his/her portfolio. This index has been introduced in
1980 with the opening session of January 1st 1980 set at 100
points. In 1992, the ASE introduced some modifications to the
index, of which was the changing of the base period to
December 31st 1991. The unweighted index is supplemented by
sub-indices for the four sectors: Banking and Finance
Companies, Insurance, Services and Industrial. As what befor

above the base was changed to 1000 as of January 1st 2004.

The general and sectoral indices are calculated using the

following method:

Index (t) = Exp (Ln(10)*S)*1000
Where,

S =(Log (Pti/Poi) ) /n

n : sample size

t - time period

Exp : Exponential function to the base (e)
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